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THE ECONOMIC SITUATION: A STATEMENT BY 
HER MAJESTY’S GOVERNMENT 

Her Majesty’s Government have now completed their first review of the 
financial and economic state of the nation. 

2 . The general character of the problems is clear. The Government’s task 
has been to gauge their extent and urgency, so as to judge the direction and 
strength of the action required. The Government take the view that the country 
is entitled to know the full facts of the situation, and the steps which have now 
been decided on to put it right. 

3. First, the Government took stock of the international financial situation. 
They have satisfied themselves that, with the facilities available, the strength of 
sterling can and will be maintained. But the underlying economic situation 
remains profoundly unsatisfactory. The policies on which the Government 
have decided are directed therefore both at the short-term and the longer-term 
economic problems. 

4. The Government have examined the balance of payments prospect for 
the rest of this year. They have decided that on this occasion it is right that the 
most recent estimates should be given to the nation. It is expected that, when 
the accounts for 1964 as a whole are available, they will show a deficit on the 
balance of payments, taking current and long-term capital account together, 
which is most unlikely to be below £700 million and may well reach £800 million. 
In 1965, if there were no change in policy, the estimate is that, although there 
should be a considerable improvement, the deficit would still be at an 
unacceptable level. All this calls for immediate but strictly temporary action, 
drastic at first, but less so as both the immediate measures and the longer-term 
policies begin to take hold. 

5. Whilst there is ample support for sterling in the facilities available to us, 
we cannot rely on them alone or indefinitely, nor are the Government willing 
to do so. We must no longer be in the position that every time we seek to 
increase our national production we are forced almost immediately into deficit. 

6. The object of the action is to arrest the tendency of imports to rise and 
get exports on an upward trend. So far as imports are concerned a sharp 
distinction must be drawn between the increase in raw material imports required 
to service an expansion in production and the disturbing increase in manufactured 
goods most of which this country should be perfectly capable of producing on 
a competitive basis. This calls for a wholly new approach to the problem of 
balance of payments difficulties both on the import side and on the side of 
exports. 

7. The Government further examined the domestic economic situation. 
Apart from special problems of individual areas and a limited number of 
industries there is no undue pressure on resources calling for action. Moreover, 
the Government reject any policy based on a return to stop-go economics. 

8. An attack must be made on the problem of increasing prices. Not 
only do they inflict hardship on those least able to bear it, but continually rising 
prices undermine our competitive power. 
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9. The Government next examined the prospects for public expenditure 
and receipts of all kinds. They found here a lack of balance and absence of 
proper social and economic priorities; nor did they find sufificient faith in the 
possibility of long-term economic growth or adequate recognition of all that 
it involves. The large public expenditure programmes which the Government 
found on taking office would, if left unchanged, fully absorb for the years ahead 
the future growth of revenue at present rates of taxation, even on the assumption 
of a tegular 4 per cent per year rate of growth of gross national product ; and 
without a growing increase in the rate of personal saving higher rates of 
taxation would be needed. But these programmes do not provide adequately 
for the nation’s social or economic needs. The Government have already 
made a start to put these deficiencies right. This will call for increased expendi- 
ture in certain fields, where the economic and social benefits are clear, and 
reduced expenditure in others, where money is being spent without social or 
economic benefit. 

10. The Government believe that programmes of social improvement and 
economic expansion must go forward together, each dependent on the other, 
as a coherent long-term plan. They also believe that the people of this country 
not only wish this to happen but also want to be given the best estimate that 
can be made of the cost. 

11. The Government have had in mind as well the hopes and aspirations 
of the friends of this country throughout the world. They have earnestly 
considered the interests of the nations of the Commonwealth, both new and 
old, their partners in the European Free Trade Association, and the wider 
community of peace-loving and freely trading nations, together with the many 
organisations in which the business of international co-operation is carried on. 
They have been, and are, in continuous communication with the Government 
of the United States of America, and are now in touch with the international 
organisations concerned on the international aspects of their present programme. 

12. The measures set out below are aimed, first, to deal with the immediate 
and prospective deficit for 1964-65 and, second, to begin the task of dealing 
with the more intransigent underlying economic problem. The plain fact is 
that British industry needs to become much more competitive and aggressive. 
It is for this reason that a Department of Economic Affairs has been established 
to ensure that everything is done to develop those sections of the economy 
which are needed to expand exports, replace avoidable imports and to strengthen 
our industrial base. It is for this same reason that a Ministry of Technology 
has been established to accelerate the process of modernisation and innovation 
by stimulating a more rapid application of scientific and technological advances 
to British industry. 

13. The Government have taken the following decisions for immediate 
implementation. Points 1 and 2 will require financial legislation. At the earliest 
possible moment after Parliament meets, the Chancellor of the Exchequer will 
therefore make a financial statement and the appropriate Ways and Means 
Resolution will be tabled. The decisions are as follows : 

(1) Decisive steps have been taken to reduce imports from all sources by 
imposing a system of temporary charges. These will be levied at a rate 
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of 15 per cent on all imports, with the exception of foodstulfs, unmanu- 
factured tobacco and basic raw materials. Details of the scheme are 
given in the First Schedule. 

(2) The Government propose to introduce a scheme for relieving exporters 
of some part of the burden of indirect taxation which enters into the 
cost of production of exports. Details are given in the Second Schedule. 
They will also examine other methods of assisting exporters, particularly 
in organising co-operative selling arrangements overseas to enable small 
firms to play their full part in the export drive. Export credit facilities 
will be improved wherever this will lead to an immediate increase in our 
overseas earnings. The Government have decided to set up a Common- 
wealth Exports Council. 

(3) The Government will consult immediately with both sides of industry 
on the outline of a plan to increase productivity and to ensure that an 
incomes policy which covers all forms of income and is related to 
productivity becomes effective. A Price Review Body will be established. 
The Prime Minister, the First Secretary of State and the Chancellor of the 
Exchequer will be starting discussions today with the Trades Union 
Congress, the Federation of British Industries and other organisations. 

(4) An active policy will be carried out to make it easier for workers to change 
their jobs in accordance with the needs of technological progress. This 
will include a system of severance payments, an improved system of 
transfer grants and other measures. On these matters too the Govern- 
ment will enter into immediate discussions with both sides of industry. 

(5) The Government will foster more rapid development in the under- 
employed areas of the country. 

(6) The Government will carry out a strict review of aU Government 
expenditure. Their object will be to relieve the strain on the balance of 
payments and release resources for more productive purposes by cutting 
out expenditure on items of low economic priority, such as “prestige 
projects”. The Government have already communicated to the French 
Government their wish to re-examine urgently the Concord project. 

(7) The social programmes of the Government will be unfolded in the 
Queen’s Speech. The country realises that these will have to be paid for, 
and the Government will state what is involved and how the cost will be 
met. 

(8) The Government will carry out any necessary consultation with the 
International Monetary Fund on the use by the United Kingdom of its 
drawing rights. 

14. The Government believe that these immediate measures will halt the 
drift and set the economy moving in the right direction. They also beheve that 
the further steps necessary to enable Britain to stand on its own feet are well 
within the capacity of the nation. There are of course two conditions : first, that 
the energies of all its people are enlisted for the purpose, and second that all 
sections of the community share in the efforts and in the contributions they are 
asked to make, on a basis of social justice and equality. 
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Schedule I 



TEMPORARY IMPORT CHARGES 

A scheme for temporary import charges will be introduced immediately 
with the object of effecting a substantial reduction in the present level of imports. 
These charges will be payable on goods entered with the Customs from midnight 
tonight and legislation will be introduced to confirm this as soon as possible. 

The purpose of the temporary import charges is entirely different from the 
purpose of the protective tariff from which it will be distinct. The charge is 
essentially temporary, and will be reduced as soon as the balance of payments 
situation permits and it will be abolished at the earliest opportunity. The 
charge will be made on all goods covered by the scheme regardless of their 
origin. 

The charge will not apply to foodstuffs (including animal feeding stuffs), 
basic raw materials for industry or unmanufactured tobacco. Otherwise the 
charge will be made generally so as to lighten its incidence and spread it widely 
throughout the economy. The list of goods excluded from the charge is attached 
below. 

There will be a single rate of charge of 15 per cent. 

Relief of the charge will be given, as far as this is practicable, on imported 
goods subject to the charge and subsequently re-exported. 

Imported goods should continue to be entered with the Customs as hitherto 
until changes in the requirements are published by H.M. Customs and Excise. 
Goods will continue to be cleared through the Customs in the normal manner, 
and importers will be called upon to pay the charge on goods entered on or 
after October 27, 1964 when the legislation has been passed. 



LIST OF GOODS, ACCORDING TO CUSTOMS TARIFF HEADINGS, NOT 
SUBJECT TO THE TEMPORARY CHARGE ON IMPORTS 



Tarljf heading 
01.01-01.06 
02.01-02.06 

03.01- 03.03 

04.01- 04.06 

05.01- 05.15 

07.01- 07.06 

08.01- 08.13 

09.01- 09.10 

10.01- 10.07 

11.01- 11.09 

12.01- 12.10 

13.01- 13.03 

14.01- 14.05 

15.01- 15.17 

16.01- 16.05 

17.01- 17.05 

18.01- 18.06 
19.01-19.08 



Summary description 

Live animals. 

Meat. 

Fish. 

Dairy produce, eggs and honey. 

Hair, bones, ivory and other animal products. 
Vegetables. 

Fruit and nuts. 

Coffee, tea, spices. 

Cereals. 

Flour, malt, starch. 

Oil seeds, roots, plants used for pharmacy, etc. 
Raw vegetable materials and extracts. 
Vegetable plaiting and caning materials, etc. 
Animal and vegetable fats and oils. 
Preparations of meat and fish. 

Sugar, syrup and sugar confectionery. 

Cocoa and chocolate. 

Preparations of cereals. 
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Tarljf heading 

20.01- 20.07 

21.01- 21.07 

23.01- 23.07 

24.01 

25.01- 25.32 

26.01- 26.04 

27.01- 27.16 

37.04- 37.07 

40.01 

40.03- 40.04 

41.01 
41.09 

43.01 

44.01- 44.12 

45.01- 45.02 

47.01- 47.02 

49.05- 49.07 
49.11(B)(1) 
49.11(C)(2) 

50.01- 50.03 

53.01 

53.02 

53.03- 53.04 
53.05 

54.01- 54.02 

55.01- 55.04 

57.01- 57.04 

63.01- 63.02 

71.02- 71.10 

71.11 

72.01 

73.02 

73.03- 73.05 

74.01- 74.02 

75.01 
75.05(A) 

76.01 

77.01 
77.04(A) 

ex 77.04(B) 

78.01 

79.01 

80.01 

81.01- 81.04 
89.04 

e.x 92.12 



99.01-99.06 



Summary description 
Preparations of vegetables. 

Miscellaneous edible preparations. 

Food industry residues. 

Unmanufactured tobacco. 

Salt, sulphur, plaster, lime and cement. 

Metallic ores, slag and ash. 

Mineral fuels, mineral oils and products. 

Exposed film and plates. 

Natural rubber. 

Reclaimed and waste rubber. 

Raw hides and skins. 

Leather parings and waste. 

Raw furskins. 

Wood, not planed or further prepared. 

Natural cork and waste cork. 

Paper-making material (pulp and waste paper). 

Maps, charts, plans, stamps, etc. 

Certain photographic prints. 

Certain printed documents and diagrams. 

Silk worm cocoons, raw silk and silk waste. 

Sheep’s or lamb’s wool not carded or combed. 

Other animal hair. 

Waste of sheep’s or lamb’s wool. 

Sheep’s or lamb’s wool, carded or combed. 

Unspun flax and raimie. 

Raw cotton, linters and waste. 

Unspun hemp, jute and other vegetable textile fibres. 

Old clothing and rags. 

Synthetic and natural precious and semi-precious stones 
and precious metals not fully manufactured. 

Waste and scrap of precious metals. 

Coin. 

Ferro-alloys. 

Iron and steel waste, scrap, shot, grit and powder. 
Unwrought copper and master alloys. 

Unwrought nickel. 

Unwrought nickel electro-plating anodes. 

Unwrought aluminium and waste and scrap. 

Unwrought magnesium and waste and scrap. 

Beryllium waste and scrap. 

Unwrought beryllium. 

Unwrought lead; lead waste and scrap. 

Unwrought zinc; zinc waste and scrap. 

Unwrought tin; tin waste, and scrap 

Tungsten, molybdenum, tantalum and other base metals. 

Vessels for breaking up. 

Sound recordings not produced in quantity and not for 
general sale. 

Works of art, collectors’ pieces and antiques. 
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Schedule II 

EXPORTS: SCHEME FOR REBATE OF TAX COMPONENTS 

Subject to the necessary legislative authority, the Government have decided 
to introduce a scheme for repayment to exporters of sums broadly equivalent 
to the amounts of certain indirect taxes which enter into the cost of production 
of exported goods. Details are being worked out and will be announced 
before the end of the year. 

Exporters of goods in various broad industrial categories will receive 
rebates of tax which, subject to certain statistical calculations, are expected to 
average some IJ per cent of the value of exported goods; the rates of rebate 
will probably range from I to 3 per cent by | per cent stages. The taxes to be 
rebated are those on oil and petrol, on vehicle licences, and certain items of 
purchase tax on goods used in industry. The rates will be recalculated from 
time to time and may be subject to variation. Payment to exporters will be 
made by H.M. Customs and Excise in accordance with export documentation 
which is described in a notice to traders issued today. Exports from today of 
U.K. produce and manufacture will qualify for the rebate. Traders will be 
asked to make their claims quarterly. 

The cost of the scheme, on present statistical information and at the present 
rate of exports, is estimated at approximately £70 million a year. 

The Government have designed this scheme, consistently with our inter- 
national obligations, in order to make exporting more attractive to a wide range 
of British industry. The scheme aims at removing one of the burdens at present 
borne by British exports, and the Government hope that traders will take full 
and immediate advantage of this new relief by increasing their overseas sales. 



f IZUQ, 
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